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TAGS: EFIN IC 

SUBJECT: ICELAND INCREASES FOREIGN BORROWING 

1. SUMMARY. CENTRAL BANK ANNOUNCED SIGNING OF A 3-YEAR CREDIT WITH 
EUROPEAN BANK GROUP FOR $45 MILLION TO BACKSTOP ICELAND'S NEGATIVE 
FOREIGN RESERVE POSITION. WHILE CENTRAL BANK CALLING FOR AUSTERITY, 
ALSO ANNOUNCED, BUT BY EINANCE MINISTER WAS $13 MILLION LOAN FROM 
KUWAIT WHICH EMBASSY UNDERSTANDS WILL GO FOR POWER, FISHING BOATS, 
AND ALLEGEDLY FOR A NEW SKI LIFT. (DETAILS ON BANK LOAN AIRPOUCHED TO 
EUR/NE). 

2. BACKGROUND. IN NOVEMBER, ICELAND'S CENTRAL BANK SIGNED A 
STANDBY CREDIT WITH A BANKING CONSORTIUM FOR A $45 MILLION BACKUP 
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YEARS ON AMOUNTS BORROWED, AT LONDON INTERBANK RATE. THE BANK AN- 
NOUNCED THE LOAN WAS NOT FOR PROJECTS BUT TO PROTECT ICELAND'S 
EINANCIAL REPUTATION. IN ITS ANNOUNCEMENT THE BANK REVIEWED 
ICELAND'S SORRY ECONOMIC SITUATION, BLAMED GOVERNMENT SPENDING 
EOR MUCH OF THE PROBLEM AND CALLED FOR GENERAL BELT TIGHTENING. 

3. TREASURY LOAN. THE INK ON THE ABOVE LOAN WAS HARDLY DRY WHEN 
THE MINISTER OE EINANCE ANNOUNCED A $13 MILLION LOAN FROM KUWAIT 
TO FINANCE NECESSARY PROJECTS. EURTHER DETAILS WERE NOT MADE 
PUBLIC. 

4. EMBASSY COMMENT. GOI SOURCES TRYING TO PUT BEST EACE ON NEW 
TREASURY LOAN POINTED OUT THAT IT HAD BEEN IN THE WORKS SINCE 
APRIL. IT IS EXPECTED TO BE USED TO EINANCE VARIOUS PROJECTS 

AND PURCHASES SUCH AS THE KRAELA POWER PROJECT AND MORE FISHING 
TRAWLERS. THE LATTER IS A HIGHLY CONTROVERSIAL TOPICS, SO IT IS 
NOT SURPRISING THE GOI HAS NOT ANNOUNCED THE DISPOSITION OF THE 
LOAN. MOREOVER, IT HAS BEEN CHARGED BY SOCIAL DEMOCRATIC PARTY 
CHAIRMAN, A MEMBER OE BOARD OE DIRECTORS OE ECONOMIC DEVELOPMENT 
INSTITUTE, THAT ONE PROJECT INCLUDED IN THE LOAN IS AN ADDITIONAL 
SKI LEFT FOR THE CITY OE REYKJAVIK. 

IRVING 


LIMITED OEEICIAL USE 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: BANK LOANS, CONSORTIUMS, CREDIT AGREEMENTS, RESERVE DATA (FINANCIAL) 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 24 NOV 1975 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: GolinoFR 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1975REYKJA01349 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D750409-0083 
From: REYKJAVIK 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1975/newtext/t19751 1 15/aaaaangg.tel 

Line Count: 83 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: GolinoFR 
Review Comment: n/a 
Review Content Flags: 

Review Date: 29 APR 2003 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <29 APR 2003 by BoyleJA>; APPROVED <30 APR 2003 by GolinoFR> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
06 JUL 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: ICELAND INCREASES FOREIGN BORROWING 
TAGS: EFIN, 1C 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



